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ASD ( MRAGL )

Department of Defense Directive

SUBJECT | nternational Balance of Payments Program —
Nonappropriated Fund Activities

Ref er ences: (a) DoD Directive 7060.3, subject as above

April 12, 1971 (hereby cancel ed)

(b) DoD Directive 1330.9, "Armed Services
Exchange Regul ations, ” Cctober 29, 1971

(c) DoD Directive 5000.35, “Defense Acquisition
Regul atory System” March 8, 1978

(d) DoD Directive 4270.1, “Construction
Criteria,” February 16, 1978

(e) DoD Instruction 7360.9, “Use of United States
Omed Foreign Currencies,” February 11, 1977

A REISSUANCE AND PURPOSE

This Directive reissues reference (a) to update policy and
procedures governing (1) purchase of foreign goods and services
by DoD nonappropriated fund instrunentalities (including non-
appropri ated concessionaire activities) outside the United
States, its possessions, and Puerto Rico, and (2) construction,
repair and mai ntenance of such activities.

B. APPLICABILITY

The provisions of this Directive apply to the Mlitary
Depart nent s.

C. DEFI N TI ONS

1.  Nonappropriated Fund. An officially authorized and
properly organi zed Federal instrunentality which provides
certain welfare, confort, and recreational needs of DoD “°
personnel through the use of funds that are not appropriated
by Congress and are not derived through taxation.

2. Foreign Goods. Goods produced or manufactured in a
foreign country and physically | ocated outside the United.
States, its possessions or Puerto R co, or in bonded ware-
houses or a foreign trade zone within the United States, its




Mar 9, 79
7060. 3

possessions or Puerto Rico. This interpretation excludes the procure-
ment of foreign nmade or produced exchange-type retail nerchandi se from
sources within the United States, but includes that within the cate-
gories and price |limtations of DoD Directive 1330.9 (reference (b)).

3. Local Market. The | ocal market area surroundi ng a nonappro-
priated fund instrunmentality that serves the sane U S. personnel who
are served by such nonappropriated fund activity, as defined by the
appropriate nmmjor overseas conmander. In defining the | ocal nmarket,
maj or overseas conmanders should include only the area in which there
is effective conpetition with the nonappropriated fund activity.

4. Excess Foreign Currencies. The currencies of countries (a)
held by the U S. Treasury in excess supply for all U S. Governnent
needs, and (b) periodically declared to the Ofice of Minagenent and
Budget by the U S. Treasury as excess. The lists of countries are
transmtted to DoD Conponents fromtine to tinme by appropriate DoD
| ssuances.

D. PQLICY

It is the policy of the Departnent of Defense to favor and pronote
the sale of U S itens and services in overseas nonappropriated fund
instrunmental ities.

1. Procurenent and Stocking

a. General. Overseas exchange officers and heads of other
procuring nonappropriated fund activities shall, within the [imts of
sound business practice, stock nerchandise of U S. origin in prefer-
ence to equival ent nerchandi se from foreicn sources, and take the
followng steps to nmaxim ze the sale of U' S. —made nerchandi se by non-
appropriated fund resale activities.

(1) Label and segregate fore. gn merchandi se displays.
(2) Display u.s —nmade nerchandi se prom nently.

(3) Avoid infer: or foreign-made imtations and subst: -
tutes of U.S. —made nerchandi se.

(4) Respond rapidly to indicated consumer preference for
mer chandi se of U.S. origin through established exchange procurenent *

channel s.

(5) Cooperate with potential U S. suppliers in neeting
foreign conpetition where custonmer denand in overseas exchanges indi-

cates a shift to foreign products.

b. Foreign Goods for Resale. It is recognized that, when
| ocal |y avail able foreign goods are procured by U S. personnel in
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overseas areas, a nore favorable effect on the U S. balance of paynents
will result if such goods are purchased through U S. —operated nonappro-
priated fund resale activities rather than procured directly on the

| ocal econony or from other foreign outlets.

(1) Restrictions. Over seas nonappropriated fund resale
activities may procure foreign—-nade goods available in the | ocal
‘market for resale to authorized personnel, subject to the restrictions
contained in Part 8, section |IV. , enclosure 1, of DoD Directive 1330.9
(reference (b)) and under the follow ng conditions:

(a) The price of foreign goods sold in nonappropri-
ated fund activities shall be based upon a markup percentage that is

no less than that applied to simlar categories of U S. nerchandi se.
Gt her provisions notw thstanding, the resale price of an item need not
exceed the | ocal price.

(b) Only foreign goods avail able on the |ocal market
will be sold by nonappropriated fund instrunentalities, except under
the follow ng circunstances:

1 Foreign-made goods purchased with excess
foreign currencies may-be stocked and sol d.

2 |In renote geographic areas where DoD person-
nel are isolated and where a |ocal market does not exist, the major
overseas commander may authorize foreign goods to be stocked to the
extent dictated by norale and wel fare considerations.

(c) Transshi pnent of foreign nade goods between non-
appropriated fund instrunentalities in different market areas is
aut hori zed where the resale price of the transshipped itens, including
mar kup and transshi pnent transportation costs, will result in signifi—
cant savings to the authorized patrons as conpared to purchase of the
items fromlocal inporters at the resale area. No appropriated funds
will be used in this transshi pnent of nerchandise.

(2) Exceptions to subparagraph p.1.b .(1): The follow ng
categories of foreign goods procured by overseas nonappropriated fund
resale activities are not subject to the conditions stated in subpara-
graph bp.1.b. (1).

(a) Perishable subsistence itens, beverages, and
simlar itenms purchased for consunption on the prem ses of nonappro--
priated fund activities engaged in serving foods and beverages.
However, these purchases should be reviewed continuously with the
view to change to U S. sources if feasible and financially advanta-
geous.

(b) Goods for which there are no acceptabl e substi -
tutes of U S. manufacture and which are required to operate and/or
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mai nt ai n cust oner -owned equi pnent, such as 220v/110v transforners ;

bul bs, sockets and accessories; and repair parts for watches, radios,
record players and househol d appli ances.

(c) Infant caskets.
(d) Distinctive unit insignia.

(e) Printed matter such as maps, postcards, maga-
zincs, newspapers, travel books, greeting cards, and newsprint and ink
for printing of “Stars and Stripes.”

(f) Soft drinks.

(g) Itenms of supply and nmaterials for use in connec-

tion with hobby craft shop and craft prograns of the MIlitary Depart-
ment s.

(h) Purchases nmade or required pursuant to treaty or
executive agreement.

(i) Emergency purchases.

(j) H gh octane gasoline, kerosene, and heating and

cooking fuels which are not otherw se available from appropriated fund
st ocks .

(k) Autonotive supplies for U S —-nmade cars where
supplies Of American manufacture are not available fromeither bonded
war ehouses or foreign distributors and where existing facilities pre-

el ude these supplies otherw se being made available for the upkeep of
privat el y-owned vehi cl es.

c. Foreign Goods Not for Resale

(1) Overseas nonappropriated fund instrunentalities are
aut horized to buy but not to sell the followng foreign made or pro-
duced goods if procurenent is:

(a) Made pursuant to treaty or executive agreenents.
(b) Estimated not to exceed $1,000 in foreign cost.

(c) Estimated not to exceed $10,000 in foreign cost.
when required by conpelling energencies.

(d) Cbtainable fromforeign sources only and for
which it is not feasible to forego filling the requirenents or to
provide a U S.-nmade substitute for them
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(2) Procurenent of foreign goods in accordance with (a)
through (d), above, should be acconplished to the maxi num extent prac-
ticable through barter arrangenents, followi ng procedures simlar to
those contained in DoD Directive 5000.35 (reference (c)), provided the
use of such procurenent does not result in increased cost.

(3) Procurenent of other “not for sale” goods, except as
provided in section E. will be US. materials and end products from
donmesti ¢ suppliers provided the cost of U S. goods (including trans—

portation and handling cost) is estimted to be no nore than 25% above
t he cost of foreign goods.

2.  Construction of Nonappropriated Fund Activities and Mi ntenance
and Repair of Real Property

a. Nonappropriated fund construction projects wll be consid-
ered justified for approval only in cases where (1) a serious defi-
ciency exists in norale and welfare facilities at isolated |ocations;
or (2) such projects would clearly inprove the U S. balance of paynents
by diverting expenditures from the |ocal econony.

(1) Construction projects will be acconplished to the
maxi mum extent under construction procedures which use (a) U S.
contractors, U S. materials, and end products from donestic suppliers;
(b) U S. Governnent-furnished material and equipnent; (c) U S flag
carriers; (d) prefabricated installations and structures manufactured
in the United States; and (e) conpetent available troop |abor.

(2) Construction projects using nonappropriated funds
shal | be approved by:

(a) The major commander concerned for projects (1)
not to exceed $50,000; and (2) otherwise within the commander’s
approval authority.

(b) The Secretary of the Mlitary Departnent con-
cerned for projects (1) estimted to exceed $50,000; and (2) otherw se
within the Secretary’ s approval authority.

b. Real Provertv Repair and Maintenance. In addition to the
requi renments of DoD Directive 4270.1 (reference (d)), repair and
mai Nt enance projects usi ng nonappropriated funds shal. be approved in
advance by the Secretary of a Mlitary Departnent, or designee, as
foll ows: (1) individual repair projects outside the United States .

where the estimted cost exceeds $50,000; and (2) nmintenance
projects costing $100, 000 or nore.

C. For the purpose of determning the |evel of approval
authority required by paragraphs a. and b., above, project costs wll
not include payroll costs of regular full-tine indigenous enpl oyees
when these are enployed primarily for (1) day-to-day repair and
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mai nt enance or other duties,and are required irrespective of work on
projects; or (2) design, supervision and inspection of projects.

E. EXCEPTI ONS

1. Canada, Korea and Mexi co. Nonappropriated fund activities
| ocated in these countries are authorized to purchase and sell goods
produced or manufactured in the respective countries in which |ocated
wi t hout application of the pricing provisions of paragraphs D.1l.b. and
D.1.c.(1) and (3).

2. Geenland. Nonappropriated fund activities located in G eenland
are authorized to purchase and sell goods produced or manufactured in
t he Ki ngdom of Denmark wi thout application of the pricing provisions of
paragraphs D.1.b. and D.1.c.(1) and (3).

3.  Panama and the Canal Zone. Nonappropriated fund activities
| ocated in Panama and the Canal Zone are not subject to the provisions
of this Directive, but are governed by the provisions of the Memoran-
dum of Understandi ng between the United States and Panama wth respect
to the inportation of nerchandise into the Canal Zone.

4. Excess Foreign Currencies. Nonappropriated fund activities
are authorized to purchase, in accordance with the provisions of DoD
| nstruction 7360.9 (reference (e)), with excess foreign currencies
acquired fromthe U S. disbursing officer, goods produced or manu-—
factured in countries in which the U S. Treasury holds an excess
supply of the currency of the country concerned. Paynments for such
procurenents may also be nade in both local currency and dollars if
the dollar portion is |limted to the suppliers validated direct dollar
costs of the U S. export content of the procurenent. Pur chase and

sa. e of such goods and services are not subject to the other prov:s ons
of this Directive.

F. EFFECTI VE DATE AND | MPLEMENTATI ON

This Directive is effective inmediately. Forward one copy of the

| npl enenting docunents to the Assistant Secretary of Defense (Manpower,
Reserve Affairs and Logistics) within 120 days.

C. W DUNCAN, JR
Deputy Secretary of fense



